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*: Dear Mr. Cavaros:
/QCf CZDO This respouds to your request that we rovinw thdﬁ&iﬁmiﬁggfiﬁg the
Dffice of Revenue Sharingsof a discrinipation complaintduhich you) filed
on behalf of your clients prrmiantto-section-122-6ft tate and Local
Fiscal Assistance Act of 1972 (Act), 31 U.5.C. § 12&2.
, N
The Comptroller General ls not authorized by the Act to review
actions taken by the Office of Revenue Shqring on discrimination com~-~l
plaints, Such matters are solely-for the nonsideration of that Offlce,
the Departmeny: of Justice and the United Stakes district courts, ~
35, U,8.C, § 1242, However, in view of the nllegations'on page 9 of‘thp
cemplaint that the "Actual Use Reports' submitted by the Kleberg County
Comnissioners' (ourt to the Office of Revenus Shartng enntained inaceus-
rate entries, we decided to seek an explanation from the Office of
Revenue Sharing which we are happy to ahare with you,

The Act provides State and local governmontn with a speclfied por:~
tion of Federal intome tax colleztions to be uged by them in accordance
with local needs and priorities, subject to few conditions or "atrings'|
by the Federal Goveznment. S. Rep. No.” %2-1050, 92d Cong.. 2d Sess, 1
(1972). | \

Ny :

In a report enttrled, "Revenue Sharing: An Oppoxtunitv for Iwproved
Public Awareness of Btute and Local Government Operations" (GGD—?G-“ i
September 9, 1975), copy of which is enclosed, we noted that-- ”

"k % % many BurVices could be financed 1egally

from revenue sharing, Federal categorical aid, State

aid, or a local govermment! 9 own revenues, Because

of the interchangeable nature of money, we concluded

that, in many cases,\Whe effects of revenue sharing

on a recipient governnent's budget could not be

determined readily, and that the planned and actual

use reports could be misleading. \
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YPor example, a government might deslgnata its
revenye sharing funds to finance envircnmental pro-
tection actvivities and would then report that the
funds liad boen so used, The actual impacv of revenue
sharing on the goverment, however, might have been
to reduce the amount of loca) funds requived for
environmental'protection end thereby permit the
'freed' local funds to be use] to reduce tax rates,
to increase expenditures in other programs, to
inorease surplui, to postpons borrowing, and so .
forth, A document reporting the funds had been ‘
used for envirommental protection purposes would
fail to capture the actual consequences of revenue
sharing, If report users regarded the information
as indicative of revenve sharing's impsct on the
goverment, such a report could nislead them.

~YIn testimony on June 12, 1974, before the .
Subcomnittee on Intergovermmental Relations, Senate
Committee on Govermment Qperations, the Comptroller
General stated that we were studying alternatives ‘
to the existing revenue sharing reporting system : \
in an effort to suggest improvements to Congress." l
(Fage ! of report,) .. | .. | ”i
/ Vo
Viith regard to the allegationa in the complaint about the inaccurqte
reporty, we were informally advised that.such discyepancies are generaliy
tolerated by the Office of Revenue Sharing because of the interchangeabla
nature of. the available funding. State and local governments are'permil:ited
to correct any discrepancy between planned use and actual use reports by
making accounting adjustments. Thus, through accounting adjustments,
recipient governments may amend such reports <o show local or State
revenues being used for "recreation" and revenue sharing funds being
used for purposes, such as "soelal services for aged or poor" and “public

snafety," Since the funds sre "interchangeable,”" we sece no legal objection
to this practice, ‘

I regret wve could wot bu of more assistance.

- Sincerely yours,

A .
Rolltw He Efwod
Mrs, Rollee Efros
Assistant General Counsel

Enclosure
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